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Agnes Van Dyke, a charter member of the Grand Rapids
Chapter ASIVA, is also a member of the Municipal Finance
Officer’s Association of the United States and Canada.

In May 1943 Miss Van Dyke was appointed City Auditor
after having served as assistant to the City Auditor for fourteen
years.

A native of Grand Rapids, she attended McLachlan Business
University and received her accounting training at the Walton
School of Commerce in Chicago.

MUNICIPAL ACCOUNTING
By AGNES VAN DYKE
In taking up the topic of municipal formed it is necessary to have a personnel
accounting, let us first consider the varied ranging from garbage collectors, street
activities of a city government, which the workers, etc. to doctors, lawyers, engineers
average person takes pretty much for and chemists, as well as various types of
granted.
labor, mechanics and office workers with
The average city maintains the streets training in specialized fields. A great quan
sweeping them, plowing snow, spreading tity of equipment, including tools, and
sand and chloride on the ice, repairing materials is required to perform all these
cracks and holes in various types of pave duties. Land, buildings and housing equip
ments and resurfacing when necessary; ment, must of necessity be scattered thrukeeps sewers, bridges, curbs, etc. in con out the city and in some cases beyond the
dition, picks up garbage, operates a sewage city limits.
treatment plant, operates wholesale and
The foregoing brings out the necessity
retail markets, maintains a street lighting of a municipality classifying its various
system, traffic signals and police and fire activities in different groups, depending on
alarm systems, has police patroling streets the sources of income and the activity for
and performing various duties, such as which the funds have been created.
traffic controls, etc. Fire departments are
A municipal accounting system must be
maintained in various parts of the city, set up and operated in accordance with
ready for service at a moment’s notice.
legal provisions governing the raising and
Most cities of average size operate at expending of money for public benefit, as
least one public utility, generally a water stated in the city charter, ordinances or
works system, which in most cases is a fair state statutes.
sized business in itself.
In the past fifteen years or more there
The average city has one or more ceme has been considerable improvement in ac
teries, has a number of parks scattered counting records and procedure in munici
throughout its area and operates various palities and other government units. This
recreational activities, such as golf courses, improvement was brought about by the
swimming pools, skating ponds and com need for better and more complete records
munity recreational halls.
as city and other governmental officials
The health of the community is guarded became “accounting conscious”.
with a staff of doctors, nurses, and inspec
A great deal of credit should be given
tors. With all these activities to be per to the Municipal Finance Officer’s Associa
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tion for its splendid work in outlining a
uniform system of accounts, and its members
for their efforts in bringing municipal rec
ords up to those high standards.
The accounting records should be es
tablished on a double-entry system and
whenever practicable should be on an ac
crual basis. Some cities are on a cash re
ceipt and disbursement basis, others on a
strictly accrual basis, while others arc on
a modified accrual basis, which is the plan
used in Grand Rapids. Under this system
the revenues arc accounted for cither en
tirely or partially on a cash basis and the
expenditures on an accrual basis.
A budget must be prepared annually
outlining a plan of expenditures for the
fiscal year as well as an estimated amount
of revenue for financing these expenditures.
l he budget must be in the form specified
in the city charter and must be prepared
and submitted to the City Commission at
specified dates.
Separate budgets arc prepared for the
general operating fund, debt service, and
self-sustaining funds such as water works,
cemeteries, etc., which operate on the in
come of that particular fund.
In municipal accounting you will find
a number of funds, each complete in itself,
in which arc recorded the assets, liabilities,
reserves, surplus, revenues and expendi
tures, receipts and disbursements, each fund
having been created lor a specific purpose.
In a municipality you will find a General
Operating Fund, a Utility Fund, Bond
Funds, Special Assessment Funds, Sinking
and Trust Funds, and other Operating
Funds such as Cemeteries, Civic Auditori
um, Library, etc.
Good financial and accounting proce
dure requires that adequate controls be
provided over revenues, receipts, expendi
tures, disbursements and encumbrances.
The accounting records must be set up
in accordance with legal provisions and so
devised that it is possible to obtain com
plete financial information promptly.
A sound accounting system requires
three types of records; the original docu
ments, forming the authority for making
entries; books of original entry; and books
of final entry.
Every transaction should be evidenced by
some document which supplies the infor
mation needed in recording the transac
tion. For example, receivables will be evi
denced by copies of bills rendered, tax
rolls, or schedules of other revenues billed;

collections by tax receipts, special assess
ment receipts, and license and permit doc
uments; disbursements by warrants and
checks; accounts payable by vendors’ in
voices and vouchers; wages, by payroll
sheets.
Books of original entry should therefore
consist of the following: (1) general jour
nal, (2) cash receipts register, (3) voucher
register, (4) payroll register, and (5) bond
and interest register.
Books of final entry should consist of a
general ledger together with subsidiary
ledgers, such as revenue ledger, appropri
ation—expenditure ledger, tax rolls and
tax ledgers, special assessment rolls and
ledgers, bond and interest ledger.. Both
the books of original entry and the general
ledger are subdivided into funds so that
all the entries are recorded under their
own particular funds.
The general ledger is therefore a com
plete system of control accounts into which
all detail and subsidiary records tie.
In addition to the general accounting
records each department or division has its
own statistical records peculiar to that de
partment or division.
There should be a good system of inter
nal audit. Cash receipts should be checked
with bank deposits, as all collections arc
deposited daily. All bank accounts should
be reconciled monthly. By routine check
ing and auditing daily, weekly and month
ly, bottlenecks are eliminated and the work
is more evenly divided.
J

TAX NEWS
(Continued from page 7)

gain from the sale of the fruit constitutes
ordinary income. The gain or loss realized
upon the sale of a productive orchard,
which is property subject to depreciation
and used in a trade or business, comes
within the provisions of section 117 (j) of
the Code. The gain from the sale of a
citrus grove would thus be a capital gain
and subject to the maximum tax rate of
25% whereas the portion of the sale price
allocated to the fruit on the trees would
be subject to no such maximum tax rate.
While I. T. 3811 mentions only citrus
groves, it would appear to be equally ap
plicable to any type of farm land sold to
gether with the crop growing thereon.
Revenue agents may be expected to insist
that farmers include as ordinary income a
reasonable value for any growing crop sold
with the land.
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